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REPORT
Office of the Supervisor of Loan Agencies,
Room 74 D, State House, Boston.
To ihe Commissioner of Banks.
Sir:
The report of the Super\dsor of Loan Agencies for the license year which
terminated September 30th, 1928, is submitted herewith, in compliance with
Section 98, Chapter 140, General Laws. This is the fifteenth public report
of the activities of the Bureau of Loan Agencies.
One hundred and thirty-three lenders were engaged in the business of
making loans of S300 and less under the supervision of this Bureau. This
includes twenty-one Morris Plan Companies and the three companies
specially chartered by the legislature.
Seven agencies licensed for the year ending September 30, 1927, were not
licensed in the j'ear ending September 30th, 1928. Twenty-seven new li-
censes were granted. The new licensees are:
Atlas Finance Corporation, at Boston.
Allan A. Hooker Company, at Boston.
Beneficial Loan Society of Dorchester.
Beneficial Loan Society of Lynn.
Boston Finance Company, at Boston.
Citizens Finance Corporation, at Framingham.
Employees Finance Corporation, at Boston.
G. S. K. Finance Compan5% at Whitinsville.
Hill Crossing Association, at Boston.
Hub Finance Company, at Boston.
Ideal Financing Association, at Attleboro.
Ideal Financing Association, at Quiney.
Ideal Financing Association, at Waltham.
Industrial Bankers of Brockton.
Industrial Bankers of Quiney.
Industrial Bankers of Salem.
Industrial Bankers of Taunton.
Industrial Bankers of Wallham.
Industrial Loan Company of Springfield.
Lynn Loan Company, at Lynn.
M-A-C-Plan, Inc.. of Fitehburg.
M-A-C-Plan, Inc., of Worcester.
National Loan Society of Caml^ridgo.
I'ublic l'"'inance (\)rporation, at Mill'ord.
Personal h^inaiico Company of Si)riiigliel(l.
Springfield Finance Company, at Siiringfiold.
TrcmonI i^'iiiancc Comi)aiiy, at lioston.
The Uniform Small Loan Law in operation in many of the states and
drafted ])y the Division of Remedial Loans of the Russell Sage Foun(iatit)n.
an endowcul New York philanthropy, permits a maximum charge by a
licensed lender of 42 ])or cent per annum, or 3 ' o per cent per motit h. Massa-
chusetts was a i)ioneer state in loan legislation and its vSmall Loans l^aw.
enacted in 191 1, and amended in later years, permitting a maximum charge
to licensed lenders of 3 pcM" cent ]wr month, or 3() ]H>r ciMit per year, has mot
II constantly inereasing demand for licenses. This was ])rior to the a(loi>tit>n
of tho Uniform fiaw by other states. This indicates that, even at a lower
rate than that permitted iri many states, tho licensed lender is anxious to
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do business here and finds the strict and continuing supervision of his busi-
ness by this commonwealth in compliance with the law, by detailed weekly
reports of all loans made and discharged, monthly and annual statements
of the condition of the business, and prescribed systems of accounting, a
helpful and healthy guarantee by the state of its co-operation in allowing
the business to expand and extend along legitimate lines.
The licensed and chartered offices made a total of 205,386 loans of S300
and less, amounting to 121,715,605.94. Of these, the three chartered com-
panies made 78,472 small loans, amounting to S4,463,331.15. The twenty-
one Morris Plan Companies made 51,119 loans of $300 and less, amounting
to $7,875,648.07. The other one hundred and nine licensed agencies made
75,795 small loans, amounting to $9,376,626.72. These figures show an
increase of $3,366,105.07 in excess of the amount of money loaned under
the Small Loan Law in Massachusetts in 1927: an increase of $6,048,772.38
over 1926, and an increase of $7,427,602.70 over 1925. There were 99,802
loans discharged or liquidated during the license year. Loans to the number
of 941 and aggregating $64,017.30 were reported as having been charged
off as uncollectable. The working capital engaged in the business September
30, 1928, was $17,414,140.66. It is an interesting gain for industrial lending
as a licensed business, in view of the great expansion of credit unions under
the 1926 Credit Union Law.
A painstaking attention to all requests for information, complaints of
borrowers and personal inspection of licensed offices by the Supervisor,
together with suspension of licenses, where abuses existed, the co-operation
of the lenders through their state association, and their watchfulness in
reporting any evidence of illegal loans have helped to place Massachusetts
high among the states regulating the small loans business. The supervision
here is rigid, and the violations of the law are drastically dealt with. The
entire work of State Supervision has been carried on up to this time with
an increased force of only two additional since the Bureau of Loan Agencies
was established in 1912.
The determination of the Massachusetts Industrial Lenders Association
to do everything within its power to compel observance of the laws governing
small loans in Massachusetts, by co-operating, to the best of its ability, with
public officials, indicates that this association finds our Small Loan Law
fundamentally and economically sound, and that such a law is in the interest,
and for the welfare, of all the citizens of the Commonwealth who borrow
small sums. This Association pledges itself to a strict compliance with the
law in spirit and letter: to the performance of every effort to make indus-
trial lending a beneficial public service and to work for the constructive
problems which confront its business, so that the law, or any amendment
thereof may be supported and preserved as a recognized part of the economic
structure of this State. Through its vigilance work in suppressing unlawful
lending, calling to the attention of the Supervisor violations of the law, when-
ever occuring, and by prosecution of flagrant cases, the Association is helping
to make Massachusetts supervision most effective. The amount of lending
at unlawful rates that comes to the attention of the Supervisor is small, and
complaints are few in comparison to the volume of business.
Information to the borrowers is given willingly at all times, all complaints
are investigated, and redress is secured for the borrower where merited.
There has been a growing tendency among some lenders to use the words
"Bank" or "Banking" on their show windows, letterheads, and advertising
matter. Section 12 of Chapter 167, General Laws, explicitly prohibits the
use of these terms by other than legally incorporated banks, and the offices
which are licensed under Sections 96 to 114, inclusive, of Chapter_ 140,
General Laws, for the purpose of conducting a small loans business in no
way can be construed as conducting a banking business. Where these words
occur in connection with the small loans business it is without authority
from the Supervisor, and should at once be called to his attention. It has
not been the policy, nor is it the intention of the Supervisor of Loan Agencies
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to permit the use of the words "Bank" or "Banking" in connection with
the licensed small loans business. It is the wish of the Super^-isor for imme-
diate compliance by all licensed lenders with this request, irrespective of
any technical question that might be raised under the wording of Sections 12
or 13 of Chapter 167, General Laws.
One of the greatest faults of the licensed agencies up to the present time
has been a failure to educate the public mind in the matter of small loans.
Eightj'-five per cent of the people in the United States are affected by small
loans. The Russell Sage Foundation estimates that the need for small loans
is likely to amount to 8500,000.000 annually. How is that need to be met
any better than under the present plan of private capital with the maximum
interest rate fixed by law, and a lower rate left to competition? There seems
to be no more practical way by which a lower rate can be obtained more
cheaply, unless the lenders get their capital, which must be raised by public
financing, in the open market. This depends upon public recognition of the
merit, decency, and safety of the business.
Automobile financing has presented new problems to the Supervisor. So
many inquiries have been received as to whether these operations came
within the scope of the law, that it is desired at this time to make it clear that
where a loan is given, secured by a chattel mortgage on an automobile, it
is clearly a loan transaction. Where it is a transaction to finance the pur-
chase of a car by installment payments, it is not a loan.
The financing of insurance premiums has also raised a question as to
whether, when the amounts are .5300 and under, these transactions come
under the provisions of Sections 96 to 114, inclusive, of Chapter 140, General
Laws.
The Attorney-General states: "I am of the opinion that the plans to
which you refer ... do not relate to 'loans' within the meaning of
G. L., C. 140, Ss. 96 to 114, inclusive, but are in the nature of agreements
for the extension of credit for the policies of insurance actually purchased
by the maker of the note, and, as such, are not within the provision of said
G. L., C. 140, Ss. 96 to 114."
The income to the Commonwealth from the license fees continues to
exceed the expenditure of the Bureau of Loan Agencies. For the fiscal
year ended November 30th, 1928, license fees to the amount of SI 6.200 had
been received, while the total expenditures of the Bureau were S9,6S1.97,
a net gain to the Commonwealth of $6,518.03.
In the tabulations and the tables of statistics which are appended to this
report, licensees are referred to as doing a secured, an unsecured or a mixed
business. The distinction in these classifications is as follows:—secured
loans are those where the security is a duly recorded mortgage, or assignment
of wages: unsecured loans are endorsed or single name notes, those loans
where the security, such as a stock or bond certificate, bank book, or other
collateral is given, where there is no exi)ense to the lender. Those lenders
classified as (loing a mixed business make loans on both recorded and unre-
corded mortgages, and assignments of wages, as well as endorsed or single
name notes.
Respectfully submitted,
EARL E. DAVIDSON,
Supervisor of Lonii Agencies.
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Loan Agencies Outside of Boston doing Unsecured Business
Working
Capital
Sept. 30,
1928.
P.D. 95
Loan Agencies in Boston doing Mixed Business
Working
Capital
Sept. 30,
1928.
COLLATERAL LOAN COMPANY
P.D. 95
Loans Outstanding.
$1,954,671.70
Working Capital. Loans Made.
$2,060,256.24 $3,959,832.19
OTHER CHARTERED COMPANIES
Loans Outstanding.
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